CITY OF WINDCREST
ECONOMIC DEVELOPMENT CORPORATION
(A Component Unit of the City of Windcrest, Texas)

ANNUAL FINANCIAL REPORT

FOR THE FISCAL YEAR ENDED
SEPTEMBER 30, 2015

Prepared by:

The Finance Department

@
Pt
RPAERTIEL O, - BROWN & -HILLE -1 P

CERTIFIED PUBLIC ACCOUNTANTS [ BUSINESS CONSULTANTS



CITY OF WINDCREST
ECONOMIC DEVELOPMENT CORPORATION
(A Component Unit of the City of Windcrest, Texas)

ANNUAL FINANCIAL REPORT

FOR THE FISCAL YEAR ENDED
SEPTEMBER 30, 2015

Prepared by:

The Finance Department



CITY OF WINDCREST, TEXAS
ECONOMIC DEVELOPMENT CORPORATION
(A Component Unit of the City of Windcrest, Texas)

ANNUAL FINANCIAL REPORT

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2015

TABLE OF CONTENTS
Page
Number
PrinCipal OffiCErS........ciciieiieieiieicciitncteece b srs bbb ssssassesssesssssesens 1
Independent Auditors’ REPOTt.........cocoicvvviiiiiniiiiiicniiesiiiiscnsnineiseisiesessnsssssssesssssnses 2-4
Management’s Discussion and ADALYSIS ........cceeveerererercecerestseeesnearessssesesessssisssssssasssssssssnnes 5-9
Basic Financial Statements
Government-Wide Financial Statements
Statement 0f Net POSIHION........cccceveericerrerecenieeniiciescnesnsessseesesssssasssssssessesssaesssssssessessonss 10
Statement Of ACHVILIES ....ccuerveeeererreeercereeceteseesiitneensinssesessesessssscssssessssosesssesesassessssenssess 11
Fund Financial Statements
Balance SHEEL .......cceveerreeerienenrrrenrrerencenenetetistestes e srees e s stsesasstssssssbesesrsresas st sa e b ne 12
Reconciliation of the Balance Sheet to the Statement of Net Position .........c.cceviininnes 13
Statement of Revenues, Expenditures, and Changes in Fund Balances .............c.cuuuu... 14
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balance to the Statement of ACtiVIties .......cceccerecerrerrrreeerrcreernrereenes 15
Notes to the Financial Statements.........cccceeeererrceecrereerrrerscsrrssesseseecnsssessssissssessessssesseseas 16-23
Required Supplementary Information:
Schedule of Revenues, Expenditures, and Changes in Fund Balance —
Budget and ACHUAL ......coeveeeeerereiirreeniectrcete et et sesestss et ss et st bes e besesanese 24

Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance With Government Auditing Standards ..............wveereceeevsinencesscsnsiisisnes 25-26



CITY OF WINDCREST

ECONOMIC DEVELOPMENT CORPORATION
(A Component Unit of the City of Windcrest, Texas)

President
Vice President

Directors

Executive Director

PRINCIPAL OFFICERS

SEPTEMBER 30, 2015

Tim Maloney
Roy E. Wratislaw

Rebekah Gergen
Sue Alexander
Leonard A. Neeper
Irv Gerrow

Lisa Pepi

Robert Colunga



i

PATTILLO, BROWN & HILL, nL.L.pr.

CERTIFIED PUBLIC ACCOUNTANTS m BUSINESS CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

Board of Directors
City of Windcrest Economic Development Corporation
Windcrest, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the
general fund of the City of Windcrest Economic Development Corporation (Corporation), a component
unit of the City of Windcrest, Texas, as of and for the year ended September 30, 2015, and the related
notes to the financial statements, which collectively comprise the Corporation’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and the general fund of the City of
Windcrest Economic Development Corporation as of September 30, 2015, and the respective changes in
financial position for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information for the general fund on
pages 5 — 9 and 24, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August
30, 2016, on our consideration of the Corporation’ internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Corporation’s internal
control over financial reporting and compliance.

Lottitte, fbwn M, 1cp

Waco, Texas
August 30, 2016



CITY OF WINDCREST
ECONOMIC DEVELOPMENT CORPORATION

Management’s Discussion and Analysis

Our discussion and analysis of the financial performance of the City of Windcrest Economic
Development Corporation (Corporation), a component unit of the City of Windcrest (City), provides
an overview of the Corporation’s financial activity for the fiscal year ended September 30, 2015. It
should be read in conjunction with the financial statements.

FINANCIAL HIGHLIGHTS

e The Corporation’s liabilities exceeded its assets by $441,670 (net position) at September
30, 2015. The Corporation commonly constructs capital assets that are transferred to the
City upon completion. The deficit net position will eventually be eliminated by sales
taxes collected in future years.

e The Corporation’s total revenues were $477,553, while total expenses were $299,039,
thereby increasing the Corporation’s net position by $178,514.

e The Corporation reported an ending fund balance of $112,723, an increase of $64,958.

USING THIS ANNUAL FINANCIAL REPORT

This discussion and analysis is intended to serve as an introduction to the Corporation’s basic
financial statements, which are comprised of three parts — government-wide financial statements,
fund financial statements, and notes to the financial statements. In addition to the basic financial
statements, required supplementary information is also presented.

Government-Wide Financial Statements - The government-wide statements are designed to
provide readers with a broad overview of the Corporation’s finances in a manner similar to private-
sector companies.

The statement of net position presents information on all of the Corporation’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the Corporation’s financial condition is
improving or deteriorating.

The statement of activities presents information showing how the Corporation’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods (e.g., uncollected sales taxes).

Both the government-wide financial statements include functions of the Corporation that are
principally supported by sales tax revenues (governmental activities). The government-wide
financial statements can be found on pages 10 —11.



Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
Corporation, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with financial-related legal requirements. The only fund of the Corporation is considered
a governmental fund.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spendable resources available for current spending, as well as on balances of resources
available for spending at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than the government-wide financial
statements, it is useful to compare the information presented for the governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the govemmental fund balance sheet and governmental fund statement of
revenues, expenditures, and change in fund balance provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

As mentioned above, the Corporation maintains one governmental fund, the general fund.
Information is presented in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and change in fund balance. The basic governmental fund
financial statements can be found on pages 12 — 15 of this report.

Notes to the Financial Statements - The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found on pages 16 — 23 of this report.

Required Supplementary Information - In addition to the basic financial statements and
accompanying notes, this report also presents certain required supplementary information. The
Corporation adopts an annual appropriated budget for its general fund. A budgetary comparison
schedule has been provided for the general fund to demonstrate compliance with this budget.
Required supplementary information can be found on page 24 of this report.



Statement of Net Position

Table 1 shows all assets and liabilities of the Corporation and is presented on the accrual basis of
accounting.

TABLE 1
CITY OF WINDCREST ECONOMIC DEVELOPMENT CORPORATION
STATEMENT OF NET POSITION

2015 2014
ASSETS
Cash $ 189,196 $ 9,102
Taxes receivable 116,918 110,103
Capital assets (net of accumulated depreciation) - 3,150
Total assets 306,114 122,355
LIABILITIES
Current liabilities:
Accounts payable ‘ 16,351 -
Due to City of Windcrest 145,000 40,000
Due to other governments 32,040 31,440
Noncurrent liabilities:
Due within one year 118,717 117,196
Due in more than one year 435,676 553,903
Total liabilities 747,784 742,539
NET POSITION
Net investment in capital assets - 3,150
Restricted for economic development ( 441,670) ( 623,334)

$( 441,670) $( 620,184)

The Corporation’s liabilities exceeded its assets by $441,670 (net position) at September 30, 2015.
The Corporation regularly constructs capital assets that are transferred to the City upon completion.
The deficit net position will eventually be eliminated by sales taxes collected in future years.



Statement of Activities

Table 2 shows all revenues and expenses of the Corporation and is also presented on the accrual
basis of accounting. General revenues consist primarily of the % cent sales tax the Corporation
receives for economic development. The total cost of all projects and services was $299,039.

TABLE 2
CITY OF WINDCREST ECONOMIC DEVELOPMENT CORPORATION
CHANGES IN NET POSITON
2015 2014
REVENUES
Sales taxes $ 476,705 $§ 452,688
Interest income 271 27
Other 577 34
Total revenues 477,553 452,749
EXPENSES
Economic development 280,785 3,791,342
Interest 18,254 30,325
Total expenses 299,039 3,821,667
CHANGES IN NET POSITION 178,514  ( 3,368,918)
NET POSITION - BEGINNING ( 620,184) 2,748,734
NET POSITION - ENDING $( 441,670) $( 620,184)

The decrease in expenses from the previous year is attributable to a $3.5 million capital project that
was completed and the capital asset transferred to the City in 2014.

FINANCIAL ANALYSIS OF THE GENERAL FUND

As noted earlier, the Corporation uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental fund — The focus of the Corporation’s governmental fund is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Corporation’s financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of the
fiscal year.

As of the close of the current year, the Corporation’s general fund reported an ending fund balance
of $112,723, an increase of $64,958 from the prior year.






